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SHAREHOLDERS’ MEETING 


The special and annual general meeting 
of shareholders of Calgary Power Ltd. 
will be held at 110 - 12 Avenue S.W., 
Calgary, Alberta, at 10:00 a.m. on May 
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REPORT TO SHAREHOLDERS 


The Company's sixty-fifth anniversary 
year was one in which the many 
important gains outlined in this report 
were achieved. Based on the continued 
prosperity in Alberta and its wealth of 
natural resources, the business outlook 
of the Company remains optimistic. 
Since the Company owns or controls an 
adequate supply of relatively low cost 
coal for its steam electric generating 
plants, it is not experiencing the acute 
fuel problems facing many electric 
utilities. The progressive regulatory 
climate, the strong support received 
from investors and indications of some 
tempering of the high rate of inflation in 
Canada are additional encouraging 
factors. 


REVENUE, EXPENSES AND 
EARNINGS 


Gross revenue from operations totalled 
$166.3 million, $37.6 million or 29.3% 
above 1975 revenue. Additional electric 
load accounted for about one-quarter 
of the increase and the balance resulted 
from higher rates. 


Consolidated operating expenses, 
depreciation and income and other 
taxes amounted to $107.5 million, 
28.0% over 1975. This resulted from an 
increase of $6.4 million in income tax; of 
$6.0 million in depreciation expense 
from higher depreciation rates and 
additional property; and of $11.0 million 
in operating expenses arising in part 
from additional power purchased 
because of delay in commissioning 
Sundance No. 3 generating unit. 


After provision for interest costs and 
dividends on preferred shares, earnings 
applicable to common shares were 
$31.5 million or $3.78 per common 
share, up $9.6 million or 38¢ per share 
over the previous year. The 43.8 % 
increase in earnings applicable to 


common shares was matched by a 
45.5% increase in average common 
shareholders’ investment. These 
earnings represent about a 15% return 
on the book value of common equity 
which is consistent with the decision of 
the Public Utilities Board (Alberta) 
reviewed in more detail on page 18. 


During 1976 two quarterly dividends of 
45¢ and two of 50¢, a total of $1.90, 
were declared on outstanding Class A 
Common Shares. ‘‘Tax-deferred”’ 
annual dividends of $1.615 per share 
were declared on Class BCommon 
Shares. The balance of the earnings of 
$15.5 million, amounting to $1.88 per 
common share, was retained for use in 
the business. 


OPERATIONS 


Electric energy supplied during 1976 
rose 6.7% to 9,811 million kilowatt- 
hours compared to 9,191 million 
kilowatt-hours in 1975. The most 
significant increases were recorded in 
town retail and new oil and gas 
industrial load. The 1976-1977 winter 
system peak increased 7.0% to 
1,715,000 kilowatts compared with 
1,603,000 kilowatts in 1975-1976. The 
peak in.1974-1975 was 1,517,000 
kilowatts. 


Three new industrial power supply 
contracts were negotiated during the 
year and additional loads are anticipated 
as petrochemical and other industries 
are attracted to Alberta over the next 
few years. While supplying growing 
demand the Company continues to 
encourage the wise and efficient use of 
energy by its customers. 


A dramatic shift has occurred from a 
period of relatively inexpensive energy 
to a time of restraint and much higher 
energy costs. Alberta is in the enviable 
position of having large energy 
resources of oil, natural gas and coal. 
As large as these resources may be, 
they have finite limits and good 
management over the long term Is 
essential if the economy of the Province 
is to be sustained. Conservation 


becomes increasingly important but it is 
only part of the solution. It is becoming 
apparent that Canadians must adopt a 
different life style in the future involving 
lower energy use. Electric utilities in 
general must place greater reliance on 
renewable resources and foster 
research to obtain increased benefits 
from each unit of energy. 


CAPITAL PROGRAM 


Capital expenditures on plant and 
equipment reached a record level of 
$207.5 million in 1976 with $158.4 
million being spent on construction of 
new generating facilities and $49.1 
million for expansion of transmission, 
substation and distribution systems. 


Major projects included completion of 
the third generating unit and 
construction on the fourth, fifth and 
sixth units at the Sundance Steam 
Electric Plant ($95.1 million) 


Barley growing on reclaimed land and coal 
mining continue side by side at the 
Whitewood Mine. 


implementation of a dry haul ash 
disposal system at that plant ($6.9 
million) and commissioning of several 
major items of coal mining equipment 
at the associated Highvale Mine ($28.1 
million). Construction continued on 
electrostatic precipitators to remove 
particulate matter from the exhaust 
gases of the coal-fired units at the 
Wabamun Steam Electric Plant ($14.6 
million). 


Capital expenditures in 1977 are 
expected to be of a magnitude similar 
to those in 1976. Due to long 
construction periods for generating 
plants major commitments must be 
made several years ahead of actual load 
requirements. At year end there was an 
ongoing construction program at the 
Sundance Plant which will add 
1,050,000 kilowatts to the Company's 
net generating capability, an increase of 
46%. 


FINANCING 


The Company has explored additional 
sources of capital in Canada, the United 
States of America and Europe so it can 
take advantage of opportunities that 
these capital markets may provide in 

the future. During the year some 

$194.2 million was raised from external 
sources, the largest financing program 
in the Company's history, both in 
amount and in number of issues. 


In January 1976 a financial agreement 
was executed providing a sterling credit 
of £10.4 million towards the purchase 
of major equipment in the United 
Kingdom. Later that month the 
Company offered $30 million (300,000 
shares) 93/4 % First Preferred Shares. 
During March $40 million 103/4% 
Secured Debentures (25 years) were 
sold in Canada, followed in April by $20 
million (Canadian) 93/4 % First Mortgage 
Bonds (six years) in the European 
market. 


In July the Company issued 1,750,000 
Class A Common Shares which added 
$51.6 million to the Company's equity 
capital. In addition to a broad 
institutional response there was a 
strong retail demand within Alberta 
following a special informational 
campaign in the Province. During 
October, the Company's financing 
program for the year was completed 
with the issue of $32 million (1,280,000 
shares) $2.36 Second Preferred Shares 
of the par value of $25 each. 


Your directors believe that these 
financings were effected on timely and 
advantageous terms. The Company's 
capital structure has been significantly 
improved. The debt ratio is under 50% 


and the common equity ratio over 30%. 


The Company also introduced its 
Dividend Reinvestment and Share 
Purchase Plan as an opportunity for 
shareholders to purchase additional 
common shares while providing the 
Company with another source of equity 
funds. Individual shareholders and 
institutional investors are participating 
in the plan with some $1 million being 
reinvested on an annual basis. 
Shareholders may enroll in the plan at 
any time. 


ENVIRONMENT 


During the past five years the Company 
has cumulatively spent over $92 million 
on construction of facilities for 
protection of the environment. Not only 
do these facilities require major capital 


expenditures but also substantial 
additional operating expenses, including 
higher fuel costs due to reduced plant 
efficiency. 


While there are several aspects of an 
environmental protection program 
associated with coal-fired thermal 
power development, reclamation of 
surface-mined coal fields is currently a 
subject of particular concern. Other 
parts of the protection program include 
collection and disposal of particulate 
matter from exhaust gases, 
development of cooling-water facilities 
and monitoring of plant and coal mine 
effluents. 


The Company is committed to research 
and development of reclamation 
techniques to meet the objective that 
lands be returned to a level of 
productivity equal to, or better than, 
that which existed prior to mining. At 
the Whitewood Mine alfalfa grown on 
reclaimed land in 1976 yielded a crop 
comparable with average farming 
operations in Alberta. Current tests 
using fertilizers and other soil additives 
indicate that reclaimed land which was 
originally swamp, muskeg and marginal 
agricultural pastures can support cereal 
grain production. 


One of the large walking draglines used by 
the Company in its coal mining operation. 
(Photo courtesy of Bucyrus-Erie) 


Pending further study, the Energy 
Resources Conservation Board (Alberta) 
has permitted the Company to delay 
installation of cooling-water facilities 
independent of Lake Wabamun which 
would avoid warm water discharge into 
the lake from the Wabamun Plant. The 
Company is required to submit evidence 
by the fall of 1979 to enable the Board 
to reach a final decision on this matter. 
In the meantime the weed harvesting 
program in Lake Wabamun, which 
appears to be having the desired result, 
will continue. During the year only 250 
tons of weeds were harvested in an area 
that provided 348 tons in 1975, 2,276 
tons in 1974 and 5,138 tons in 1973. 


RATE REGULATION 


The necessity for higher rates continues 
to be a matter of major concern. The 
Company’s previous rate application 
covered the years 1975 and 1976. On 
October 25, 1976 the Company filed a 
new application with the Public Utilities 
Board (Alberta) for increased rates for 
the period 1977 and 1978 to be applied 
in three stages. The initial rate increase 
averaging 14.8% was approved by the 
Board on an interim basis effective 
January 1, 1977. To meet the full 
revenue requirements during this two- 
year period further rate increases are 
indicated in late 1977 and in mid- 1978. 


A major reason for continued rate 
increases is the significantly greater 
cost of new utility plant to meet the 
growing needs of consumers during a 
time of high inflation. While Units 1 and 
2 at the Sundance Plant cost $184 per 
kilowatt, Units 3 and 4 are being 
commissioned at $288 per kilowatt, an 
increase of 57%. 


Public hearings on the current rate 
application, which indicates a required 
level of earnings per share of $4.18 in 
1977 and $4.57 in 1978, commenced in 
November 1976. It is expected that a 
decision by the Public Utilities Board 
regarding the allowable level of revenue 
will be rendered late in 1977. In light 

of the restraint program presently in 


effect in Canada the Company is not 
seeking an increase in the 15% return 
on book value of common equity. 


The regulatory climate in Alberta has 
been effective in ensuring that financing 
by the Company can be achieved at 
reasonable cost. On the one hand the 
Public Utilities Board has permitted a 
fair return to the shareholder while at 
the same time it has protected the 
interest of consumers because the cost 
of capital is incorporated in electricity 
rates. Rate regulatory matters are 
covered in more detail on page 18. 


ENERGY RESOURCE 
MANAGEMENT 


The largest generating unit in the 
Province with a net output of 352,000 
kilowatts was commissioned as the 
third unit at the Sundance Steam 
Electric Plant. The fourth, fifth and sixth 
units, each with that output, are 
expected to be commissioned in early 
1977, in 1978 and in 1980, respectively. 
At that time the Sundance Plant will be 
the largest coal-fired generating station 
in Alberta and one of the largest in 
Canada with a net generating capability 
of some 1,980,000 kilowatts. 


Plans for development of the large 
Camrose-Ryley Steam Electric 
Generating Plant and associated coal 
mining operation were suspended by 
the Provincial Government in July 
because of concerns raised that the 
affected agricultural lands could not be 
satisfactorily reclaimed following the 
surface mining of coal. The Company 
remains confident of its ability to 


reclaim agricultural land and is 
continuing research and demonstration 
programs in the area. 


Following suspension of work on the 
Camrose-Ryley Plant the Company 
increased its coal exploration activities 
which had been under way in the 
Keephills area since the fall of 1975. 
This area is adjacent to the existing 
Highvale Mine and includes a suitable 
power plant site about five miles 
southeast of the present Sundance 
Plant. An application was filed in 
November seeking approval to develop 
this South Sundance Power Project. 
Coal reserves from the existing Highvale 
Mine supplemented by reserves from a 
southerly extension of the mine will 
supply sufficient coal for the estimated 
service lives of both the Sundance and 
South Sundance Plants. 


Because generating facilities have 
become increasingly larger and more 
complex, a Generation Projects 
Management Department has been 
formed to monitor such construction. In 
addition, the Company along with other 
owners of major construction projects 
is a member of the Construction 
Owners Association of Alberta which 
was formed to co-operate with the 
construction industry in improving 
labour management relations and to 
alleviate the rapid escalation in 
construction costs. 


nnn. 


Alberta 4H Club conservation camps 
co-sponsored by the Company. 


The Company has completed technical 
feasibility studies for the Provincial 
Government of hydro-electric 
generation on the Peace River near 
Dunvegan in northwestern Alberta. 
Other possible sites are continuously 
under review to ensure that future 
power projects are developed in a 
timely manner to provide an adequate 
and reliable supply of electricity. 


Since the early 1950’s when the 
Company decided to use 

low cost Coal as the primary fuel for 
steam electric generation and locate 
power plants adjacent to the mines, 
substantial reserves of sub-bituminous 
low sulphur coal have been acquired 
through ownership, lease or control. 
Capital expenditures exceeding $83 
million have been made to date for 
major mining equipment such as 
draglines, shovels and large coal 
haulers. For example, a new $18.2 
million 50 cubic yard dragline, capable 
of uncovering 20,000 tons of coal daily, 
began operations in November. Despite 
these substantial costs, significant 
benefits are being derived as fuel 
produced from the Company's coal 
mines ranks among the least expensive 
in North America. Such benefits are 
reflected in the Company's electricity 
rates which would have been much 
higher had gas or oil been used instead 
of coal as the primary fuel for its steam 
electric generating plants. 


AEC POWER LTD. 


As part of its expanding electric utility 
operations, the Company, through 
partial ownership of the utility services 
plant, is involved in the Syncrude 
Project for the production of synthetic 
crude oil from Alberta oil sands. AEC 
Power Ltd. is constructing, owns and 
will operate the utilities plant to supply 
electricity and steam on a cost of 
service basis to the Syncrude Project. 
The Company participates with Alberta 


Energy Company Ltd. in AEC Power Ltd. 


and owns one-third of the outstanding 
common shares of AEC Power Ltd. 
(consisting of 50% of the voting shares) 
acquired at a cost of $8 million. 
Syncrude anticipates that production of 
synthetic crude oil will begin in 1978. 
Since the oil sands in northern Alberta 
comprise one of the world’s largest 
known reserves of petroleum, 
investment in this area appears to offer 
considerable potential. 


ORGANIZATION 


In August J. H. Coleman resigned as a 
director of the Company and the Board 
expresses its gratitude to Mr. Coleman 
for his many contributions. In February 
1977 H. J. S. Pearson, President of 
Century Sales & Service Limited, was 
appointed a director to fill this vacancy. 


C. F. Mallory, a director since 1973, was 
appointed Vice-President to assist 
senior management particularly in the 
area of corporate planning. F. A. R. 
McKinnon, Director of Finance, was 
assigned the added responsibility of 
Treasurer. 


The Company is of the view that there is 
a lack of information in Alberta schools 
relating to energy supply, use and 
environmental effects. To provide 
leadership in this important area the 
Company assisted in the formation of 
the Society, Environment & Energy 
Development Studies Foundation 
Program (SEEDS) a non-profit 
educational foundation created to 
develop resource material on energy 
and the environment for school 


systems. In addition to this program, 
for over a decade the Company has 
been a co-sponsor of camps for 
members of Alberta 4H Clubs where 
good conservation practices are taught, 
stressing factual information on such 
subjects as soil, water, fish and wildlife, 
range and forest management. 


Employee compensation adjustments 
for 1976 were implemented within the 
Anti-Inflation Board guidelines. The 
Company continued to stress self- 
improvement by providing employees 
with opportunities to increase their 
skills through on-the-job training and 
outside educational courses. 


The favourable image of the Company 
and its achievements reflected 
throughout this report are due in large 
measure to the dedication, 
resourcefulness, skills and hard work of 
the management and staff. It is a 
pleasure to acknowledge their efforts. 


Submitted on behalf of the Board of 
Directors. 


Gx . fe 


A. W. Howard 
Chairman of the Board 


M. M. Williams 


February 17, 1977 


FINANCIAL STATEMENTS 


Largest financing program in 
the Company's history. 
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CALGARY POWER LTD. 
CONSOLIDATED BALANCE SHEET 


December 31, 1976 and 1975 


eS 


ASSETS 


PROPERTY ACCOUNT: 
Land, buildings, plant and equipment) at COSt yt ccs cre retin tence 


Less accumulated depreciationmemnneree en ieieicileiteni rier 


INVESTMENT IN AEC POWERLTD. ....................... 


CURRENT ASSETS: 


Materials and supplies at average Costs. -iere tee eee 


Prepaid expenses, 5.6 3:5 <9) eo ba aicse eh one ns eneeceee 


DEFERRED CHARGES: 


On behalf of the Board: 
A. W. HOWARD, Director 
R.F. PHILLIPS, Director 


(See accompanying summary of accounting policies and notes) 


1976 


1975 


(thousands of dollars) 


$1,083,430 


182,052 


901,378 


8,824 


68 
17,711 
15,415 

536 


33,730 


15,144 
202 


15,346 


$959,278 


$879,296 


159,901 


TRS) eihs 


39 
18,332 
de O72 

501 


30,744 


O19 


357 


9,476 


$759,615 


LIABILITIES 


1976 VS 


(thousands of dollars) 


SHAREHOLDERS’ EQUITY: 


SON MOMES ALG GRUMMAN As kon «kG aia aed tad ipa dee ee hn tee oe $114,570 $ 56,915 
HOLE HOUT GE) SUT ELIBIS a 6. a a cee eA Tg 777 255 
Receivestoumratesaqjustiments (Note 1)... 6... cece nese pemanceeeneeas 2,120 2,363 
MCTNGE, CRIRING Ds. oc. Glau NO ee ae ee Pe a ener a aye 134,680 118,894 
Hotaicommmnongsnareholders: equity 4... ..;..saenens ss areve ne aeeaee 252,147 178,427 

Bre LCMCCESIIGLCSMEMMIMEE RS te tanta ic a he fowls hake a Le, SIR a ee ce Ok eee 159,038 106,087 
OE AIESINALCHOIOCESMOCLATY) 22 a) ce 420 ave e some hw ousle WP euinw ble weal a au eee 411,185 284,514 
PONGSHERIVIDE BT i bo. oon ok a ie he eee 386,619 322,971 


CURRENT LIABILITIES: 


Bania@loanganadeshonteterm: MOteS a) cieicdcc cic crcis Guetla ace ponte Seyeie feeenne 14,457 37,405 
Aecoumsspayvaplerandiaccrued charges... i... 2200s. 0eee ue veee nae 36,686 24,366 
INCOMMERANGEO thhehmtaxestDAVADIC.jc asi cua essences «cose als anclte cents etre eeotene 7,041 1,790 
BIVigenUsspay aU lemma tar iia smn Sake Gale e op Seo aw slew ae se ele aee 7,395 5,484 
Acciuecdsnterest oniong term debt... acca e. beeen. none ee wows wens 8,223 6,236 
US IMCTSMUCDOSITSeI Ne Se eee cur want Ciccetngie © OS siete dt Games eB tabade ayia 407 305 
Gientmpaertionpot long term debt 0. ka cor Sts os Se waka ota oli 9,666 6,972 

83,875 82,608 


DEFERRED CREDITS: 


IDOLOMOCIINGOMETAXOS cee cataitae Sh Sty Sin ay oA ole tana G ee aye ees reaapiltete woe] 42,103 42,065 
Custioniar GominbuiienGs sacs acca canon ssongeoeposgoeadsanacn0anenoe 30,903 22,757 
COWVAAITEARE QOMUNOUKMGs o aaGasaaucdsuoconbovouyoobocmcuFonnbagodnno 4,593 4,700 

77,599 69,522 


$959,278 $759,615 


GAEGCARN See eRa si =: 


GeINSeUIDyN TED) SWNISMIENA (l= INISISIMWI= 


Years ended December 31, 1976 and 1975 


Gross revenue from operations (Note: 2)a.. acres sere ete teicne eaten eee 


Operating deductions: 
Operating expenses 5.05 meni ote ten eae ue ee ale ce keto ncn tect ae 
Fuel and purchased power sy. sis 5 vicre cae steals oll tel oiler ce seein ee ene 
Taxes, other than taxes on Incomeyen seco tacicicrs inten ener mene 
Depreciation si. scien ges. donate © circle Sree aOR Ot ae een ee 
Taxes On INCOME » 4 cab vesicle ate Oy re eens tor Ores cite te eee 


Operating income. « ...s0 Vc dae as lies aie selene oon ole one ee cee 


Equity in net income of AEG Power [tds oie ener a eer eee 
Allowance’ for funds Used auringiconsthuGtlon ei eerie init n ner nen 


Income before interest: charges: 1% sn... se we oer: tees get ee eee 


Interest charges: 
Interest on first mortgage: DOMCS ye er nee ee eet ened 
Interest on, other longi term) debteamncerrcieierice renee nen nena meee 
Other interest (net) v.oecsce5- ine oe ae eters ele ene act ete aa 


Net income for the year: ¢ <.:2 .A.ustic see eee ie eee eee eee 
Dividends: on’ preferred:shareSaecscmmciier ici ici een eine 


Earnings applicable’ tos COMMON Sale S menses enenen nent nne ee nent etree 


Earnings per common share: 
On average shares actually outstanding ease ieere erent eee 


Fully diluted — assuming conversion of the 
5.40% convertible’ first preferred: shares 2 ce ee ere 


GONS@EIDATES ss vAlEMENT @ i 
RETAINED EARNINGS 


Years ended December 31, 1976 and 1975 


Balance at beginning of yeare: oi cece ae ieee een ren ae 
Net income for the. year. .4ac06.4eele ee eens ee 


Deduct dividends: 
Preferred shares « £ i's Gs dewont tere aoe 
Common shares. occ {. essere ese cele ene eae oc en 


Balance at end of ‘years 23 soe 28 ativavem ah Serie cee ae eee 


(See accompanying summary of accounting policies and notes) 
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1976 1975 
(thousands of dollars) 
$166,254 $128,606 

40,425 30,998 
14,515 14,210 
6,546 5,252 
24,506 18,484 
21,548 15,100 
107,540 84,044 
58,714 44562 
824 = 
15,161 11,692 
74,699 56,254 
12,030 11,157 
18,508 14,074 
1,615 1,562 
32,153 26,793 
42,546 29,461 
11,004 7,520 
$ 31,542 $ 21,941 
$3.78 $3.40 
= $3.36 

1976 1975 

(thousands of dollars) 

$118,894 $107,367 
42,546 29,461 
161,440 136,828 
10,678 7,520 
16,082 10,414 
26,760 17,934 
$134,680 $118,894 


CONSOLIDATED STATEMENT OF CHANGES 


IN FINANCIAL POSITION 


Years ended December 31, 12876 and 1975 


SOURCE OF FUNDS 
From operations: 
INR MREE OMEN oe sone se x He ek Go aww ad beb ue: 


JEP SEE DD7 2 oo] =. ee eee sees eee Lee 
Allowance for funds used during construction ................-.-- 
Equity in net income of AEC Power Lid.......................... 


Funds provided from operations. .......................-..-..- 


JEEVE Du PEIUTEE 7) = PE ESL Se a WE 
Less common shares issued on conversion of preferred shares ........ 
SEEVE TUDE EE IE a ne ge en a 
(SEDER PSPSPS SUR Se ar re ee see one 
Issue of long term debt: 
een eG RMN fete. See ts ee eS we ew ee 
(ORS Lf TLE Ss SEE TE oe ee ee ee ee aaa ee eee 
ae No ra nia he ic Kin ws Slee eels w ae es ES 
20 SU SS EE 2 ee ee ne ee eee 
ane en ec ce Sonn desauuwis dhe =) ee ee 


APPLICATION OF FUNDS 


SPT OSE eR ee Se 
Less allowance for funds used during construction .......... eg a 


CUNEEPTOET Tigh 8 BPE SL Oe ee pe ees ee eee eens yess 
Dividends: 

EOEVEVED SPST op See ete ero eee ls mre eee ree 

In ne ee i nn ae oman’ ae ae 
PELYEST. Te TREES Soe ee ee ee ee eg nen 
ERE RER DR eR i oo in oe i el oo 
Decrease (increase) in bank loan and short term notes..-....------------ 
Decrease (increase) in working capital deficiency exclusive of 

changes in bank loan and short term notes and current 

ed ee EEL AINRMES YE et tee eae oe digit ae Semi Ss a 


(See accompanying summary of accounting policies and notes) 


een, Re 


To the Shareholders of Calgary Power Lid. 


1976 1975 
(thousands of dollars) 

S$ 42,546 $ 29 461 
24,506 18.484 
(15,161) (11,692) 

(824) — 
51,067 36,253 
57,655 32,927 
(5,531) (427) 
30,000 20,000 
32,000 — 
20,000 — 
19,653 17,955 
40,405 60,444 

1,408 482 
3,517 3,248 
$250,174 $170,882 
207,520 160,519 
(15,161) (11,692) 
192,359 148.827 
8,000 — 
10,678 7,520 
16,082 10,414 
3,519 1,042 
15,123 17,064 
22,948 (26,000) 
(18,535) 12,015 
$250,174 $170,882 


We have examined the consolidated balance sheet of Calgary Power Ltd. and the consolidated statements of long term 
debt and capital stock as at December 31, 1976 and the consolidated statements of income, retained eamings, and changes in 
financial position for the year then ended. Our examination was made in accordance with generally accepted auditing 
standards, and accordingly included such tests and other procedures as we considered necessary in the circumstances. 


in our opinion, these consolidated financial statements present fairly the financial position of the company as at December 


31, 1976 and the results of its operations and the change 
generally accepted accounting pnnciples apphed on a ba 
Calgary, Canada 

February 2, 1977. 


S in its financial position for the year then ended in accordance with 
sis consistent with that of the preceding year. 


CLARKSON, GORDON & CO.. 
Chartered Accountants. 
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CALGARY POWER LTD. 
SPenemieiNir (Ole LONG Sam iGlete 


December 31, 1976 and 1975 


(= 


1976 1975 

(thousands of dollars) 
First mortgage bonds ............. $156,971 $149,147 
Notes payable — secured ......... 48,771 30,929 
Secured debentures...........-.-- 167,372 127,603 
Notes payable — other............ 15,630 14,915 
Sundry indebtedness.............. 7,541 7,349 
396,285 329,943 
essicurrent portion iene 9,666 6,972 
$386,619 $322,971 

First Mortgage Bonds 
41/2% Series due 1976.......... $ — $ 3,025 
5/29, Series due) 197,7imernee ei 4,446 6,297 
816% Series due 1977.......... 200 2,500 
51/2% Series due 1978.......... 3,700 3,700 
7.80% Series due 1978.......... — 5,000 
4 % Series due 1979.......... 3,165 3,165 
53/4% Series due 1981.......... 9,400 9,400 
83/4% Series due 1981.......... 11,500 11,500 
53/4% Series due 1982.......... 8,000 8,000 
9°/4% Senes due 19820005) ee 20,000 — 
53/4% Series due 1983.......... 9,000 9,000 
55/8% Series due 1984.........- 7,000 7,000 
6 %) Senes due 19852.) ee 8,560 8,560 
7/2% Series due 1988.......... 12,000 12,000 
77/2% Series due 1989.......... 5,000 5,000 
81/2% Series due 1993.......... 25,000 25,000 
98% Series due 1994.......... 30,000 30,000 
$156,971 $149,147 


The first mortgage bonds are secured by a first and specific 
mortgage and charge upon certain of the Company's lands, build- 
ings, plant and equipment and by a first floating charge upon all 
other assets situated in the Province of Alberta. 


The Trust Deed securing the issues provides for a sinking fund for 
the retirement of first mortgage bonds payable on September 1 
each year of 1% of the original principal amount of first mortgage 
bonds previously issued. 


1976 1975 
(thousands of dollars) 
Notes Payable — Secured 
51/2%, 6% and 7% Series due 
1977 to 1987 (Payable in 
sterling - £17,961,000; 


197 Seat O:546;000) hee $37,545 $24 880 
6% and 7% Series due 1978 to 
1984 (Payable in U.S. dollars 
- $11,302,000; 1975 - 
$6'0:18;000); Seer eee 11,226 6,049 
$48,771 


These notes have no authorized limit, are fully secured by first 
mortgage bonds and have been stated in Canadian funds at the rate 
of exchange prevailing at the date of issue. 


$30,929 


Secured Debentures 


1976 1975 


Series A — maturing one to (chausandstotideltars) 


five years at interest rates 
varying from 71/2% to 11'/8% 


Due*19/7 6s pee ce $ — Sed235 
Due: 1977 ce ee ere 1,006 1,006 
Due: 19:78) eer a cae 542 542 
Due: 197 OCR Saree eco 11,075 10,075 
Due 1980%. ae de ee eas erste 444 444 
Due: 198 lta saree ee ee 405 ae 
13,472 13,302 

Series B — 9°/e % due 1990..... 19,400 19,551 
SeriesC —8 % due 1992..... 24,500 24,750 
Series D — 79/8 % due 1978..... 3,000 3,000 
— 73/4 % due 1980..... 7,000 7,000 

Series E — 10'/2% due 2000..... 60,000 60,000 
Series F — 103/4% due 2001..... 40,000 a 
$167,372 $127,603 


The debentures are secured by a floating charge on the property and 
assets of the Company subject to the first and specific mortgage 
and charge and first floating charge securing the first mortgage 
bonds. The Trust Indenture securing the issue provides for sinking 
funds for the retirement of certain series at varying rates. 


Notes Payable — Other 1976 1975 
(thousands of dollars) 
1977 tery aa eee RE nes $ = $ 2,910 
19:78 eicoarc ese ene ee eee 3,370 3,370 
AES WAS Deere tack has Sid 4 achat d 4 2,670 2,670 
1980 eres eae ere eee ee ee 3,480 3,480 
1981 BS. cae Se eee oe ican 2,485 2,485 
1982 iid tices heer eee ae ee 3,625 — 
$15,630 $14,915 


These notes, which are unsecured and have no authorized limit bear 
interest, determined at June 30 and December 31 of each year, at 
the greater of the prevailing prime bank interest rate or the five year 
bank term deposit rate (91/4% at December 31, 1976) and mature 
December 31 in each year. These amounts are payable to rural 
electrification co-operative associations through their agent Farm 
Electric Services Ltd. and represent a portion of funds contributed 
by members of these associations which have been invested with 
the approval of the Alberta Director of Co-operative Activities. 


Annual Requirements 


The annual requirements for sinking fund and for repayment of 
maturing issues of currently outstanding long term debt for each of 


the following years is: 3 
Annual Requirement 


(thousands of dollars) 


Year ended Sinking Maturing 

Dec. 31 Fund Issues 
197 Fic oben ditaqereten a eneterl oeoiets $ 450 $ 9,216 
1978 assnsedaw aad oce Seite mere leieeac ses 450 16,419 
197) eek canes ccna eonube ener CEI 1,050 22,541 
T980 a ichsnaisoy, w sie ee teehee sremnerh ee 1,450 17,390 
1987 ea setts cee/omn 5 eee renee yociees 3,652 34,730 


Sinking fund requirements have been reduced by bonds purchased 
and cancelled to meet annual requirements. The requirements 
shown for maturing issues will be reduced to the extent of 
purchases of these issues for sinking fund purposes. 


(See accompanying summary of accounting policies and notes) 


STATEMENT OF CAPITAL STOCK 


December 31, 1976 and 1975 


Shares issued 


and outstanding Amount 
1976 1975 1976 1975 
Common Shares (thousands of dollars) 
Authorized — 12,000,000 shares of no par value 
== (CHESS WN GIGS, os Dg can eee eee aoe 8,914,268 7,094,602 $108,838 $54,194 
= (GES LESTE 4 Se ree eee RU 469,438 356,181 5,732 2724 
9,383,706 7,450,783 $114,570 $56,915 
During the year the following common shares were issued: 
FOP CAD ooo ona a0 Tan One oS ee eee ee 1,750,000 1,300,000 $ 51,625 $32,500 
On conversion of 55,304 (1975 - 4,276) 
SAO oe iStprerenved Shares 245 ons sn cs oes oe ko cde dodenek en 165,912 12,828 5,531 427 
For cash under the Dividend Reinvestment 
ANGE SHALCEEULCHASCIE lange fa) Sone ec sc cee wc wide oor A cee 17,011 — 499 — 
1,932,923 1,312,828 $ 57,655 $32,927 


The Class A and Class B common shares are interconvertible at any time on a share-for-share basis, carry one vote per share and the total Class 
A and Class B common shares issued and outstanding at any one time may not exceed 12,000,000 shares. Regular dividends are paid on the 
Class A common shares and tax-deferred dividends may be paid on the Class B common shares. The tax-deferred dividend on the Class B 
shares is the equivalent cash dividend on the Class A shares less the required tax. Such tax-deferred dividends on the Class B shares will be paid 
out of tax-paid undistributed surplus on hand as defined under the Income Tax Act (Canada). At December 31, 1976 approximately $20, 150,000 
was available for the creation of tax-paid undistributed surplus. 


~ 


Shares issued 
and outstanding Amount 


1976 1975 1976 1975 
(thousands of dollars) 


Preferred Shares 

First preferred shares of $100 each 
Authorized — 3,000,000 shares 
Cumulative redeemable preferred shares 


Go CESS. . os ooocadad ooo e ee ee eee 48,631 49,788 $ 4863 $ 4979 
ADEN ES OLiGs amen Ne sive ancl dea ans 27,130 29,563 2,713 2,956 
GS POSATES con cc coe 364 GR OOe Ar Oe 38,138 39,475 3,814 3,948 
SHOCKS TIS... sea cy eae ee ho SE FORE ee Se 210 55,514 21 5,551 
7 GESTS on socsadecodee Bel IAs ee ene ee 138,674 142,735 13,867 14,273 
TRY SS STOR. on oe ec ue op ele oop a eee ee 237,595 243,800 23,760 24,380 
10 OS SEES. oh oa boa ae ee ee ee 288,000 300,000 28,800 30,000 
OSU ASCrICS een Ne ccna katie ved eden an were 192,000 200,000 19,200 20,000 

Shin G4 Sagem ooo odsknene aoe Ore 300,000 — 30,000 — 
1,270,378 1,060,875 $127,038 $106,087 


Second preferred shares of $25 each 
Authorized — 3,000,000 shares 


Cumulative redeemable preferred shares 
$2.36 Senessonuetk. : Nr rors RE Wi ioisionsintei ota 1,280,000 — 32,000 — 


$159,038 $106,087 


During the year 300,000 93/4% first preferred shares and 1,280,000 $2.36 second preferred shares were issued for cash of $30,000,000 and 
$32,000,000 respectively. 

Conversion rights on the 5.40% Series expired on November 30, 1976. 

Each series of first preferred shares is cumulative and redeemable at the option of the Company at par together with a premium not in excess of 
the annual dividend applicable to such series, except that the 9.80% Series is not redeemable prior to January 1, 1982 and the 10% Series and 
the 93/4% Series are not redeemable prior to January 1, 1983. 

The 7% Series and 71/2% Series have attached thereto non-cumulative purchase funds requiring the Company to set aside in each calendar year 
2% of the original issued par value of each series. The 10% Series has attached thereto a cumulative sinking fund requiring the Company to 
redeem by May 15 each year 12,000 shares at par plus accrued dividends to the date of redemption. The 9.80% Series has attached thereto a 
cumulative sinking fund requiring the Company to redeem by November 30 each year 8,000 shares at par plus accrued dividends to the date of 
redemption and the 92/4% Series has attached thereto a cumulative sinking fund requiring the Company to redeem by November 30, 1978 and 
each year thereafter 12,000 shares at par plus accrued dividends. 

During the year the Company purchased for cancellation on the open market 4,061 first preferred shares of the 7% Series and 6,205 shares of 
the 71/2% Series to meet the 1976 purchase fund requirement attached to such series and also purchased 4,927 first preferred shares of certain 
other series. The excess of the par value of the shares purchased over the cost thereof amounted to $522,000 and is included in contributed 
surplus. 

The $2.36 Series is not redeemable prior to January 1, 1983 and has attached thereto a non-cumulative purchase fund requiring the Company to 
purchase 36,000 shares each calendar year at par plus accrued dividends and costs of purchase. 


(See accompanying summary of accounting policies and notes) 
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SUMMARY OF ACCOUNTING POLICIES 
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The following is a summary of the significant accounting policies of the Company. 


Regulation 

The Company is engaged in the production and sale of electric energy in the Province of Alberta and is regulated by 
the Energy Resources Conservation Board pursuant to The Hydro and Electric Energy Act, (Alberta) and the Public 
Utilities Board pursuant to Part Il of The Public Utilities Board Act, (Alberta). The Company and its hydro operations 
are also subject to The Provincial Water Power Regulations (Alberta). These acts and regulations cover such matters 
as rates, construction, operations and accounting. 


Principles of Consolidation 


The consolidated financial statements include the accounts of the Company and its subsidiaries, Kanelk Trans- 
mission Company Limited, Western Fly Ash Ltd. and Farm Electric Services Ltd. and its inactive subsidiaries, The 
Alberta Southern Coal Company Ltd. and The Calgary Water Power Company, Limited. 


Kanelk Transmission Company Limited owns transmission facilities extending from the Company’s hydro-electric 
plants on the Kananaskis River through British Columbia to the Crowsnest Pass in southern Alberta. Western Fly Ash 
Ltd. processes and distributes fly ash gathered at the Wabamun Steam Electric Plant. Farm Electric Services Ltd. is a 
non-profit organization which organizes, constructs, operates and maintains, at cost, electric distribution systems 
owned by rural electrification co-operative associations. 


investment in AEC Power Ltd. 


The investment in AEC Power Ltd. represents one third of the outstanding common shares (consisting of 50% of 
the voting shares) acquired at a cost of $8,000,000. AEC Power Ltd. was incorporated for the purpose of construct- 
ing, owning and operating the utilities plant which will supply electricity and steam on a cost of service basis to the 
Syncrude Project for production of synthetic crude oil from the Alberta oil sands. The utilities plant is presently 
under construction and is expected to be completed by April 1, 1978. 

The Company accounts for its investment in AEC Power Ltd. on the equity method. Under this method the invest- 
ment is carried on the balance sheet at a cost of $8,000,000 plus the related share of undistributed earnings (repre- 
senting allowance for equity funds used during the construction period) of $824,000 to December 31, 1976. 


Taxes on Income 


The Company follows the tax allocation basis of accounting. Prior to 1973 deferred income taxes were recorded in 
the accounts as a result of the Company claiming for tax purposes depreciation and other items in amounts greater 
than those charged in the accounts. 


In 1973 in accordance with a decision of the Public Utilities Board (Alberta) the Company ceased claiming for tax pur- 
poses depreciation and other expenses which would result in any additional deferral of income taxes with respect to 
its regulated utility operations. 


Under the Public Utilities Income Tax Transfer Act (Canada) and enabling legislation passed by the Province of Alber- 


ta, 95% of Federal and 100% of Provincial corporation income taxes paid, attributable to the electric utility opera- 
tions, are rebated to customers of the Company. 


Allowance for Funds Used During Construction 


An allowance for funds used during construction is capitalized at the Company's average after-tax cost of capital 
and is included in the property account. 


The Company is proposing, subject to the approval of the Public Utilities Board (Alberta), to phase out the allowance 
for funds used during construction on major generation and mining projects and that the allowance continue to be 
capitalized on other projects at the present rate of 7%. This phasing out of allowance for funds used during con- 
struction, if approved by the Board, would commence in 1977 with the construction of Sundance No. 6 and all sub- 
sequent major generating projects and mine investments including the expansion of the Highvale and Whitewood 
Mines. At the same time, such construction in progress would be included in the determination of rates and accor- 


dingly, there would be no impact on net income and the cash flow of the Company would be improved in sub- 
sequent years. 


Customer Contributions 


Contributions received from customers related to new service connections are credited to deferred revenue and are 


amortized to income over the expected terms of the revenue deficiencies. The composite rate of amortization is ap- 
proximately 3% per annum. 


Government Contribution 


This account consists of the unamortized portion of a contribution of $5,075,000 received from the Province of 
Alberta towards the cost of construction of the Bighorn Storage and Power Development Project completed in 1972 
and is being amortized as a reduction of the related depreciation expense. 


Financing Costs 


Costs of financing are amortized by charges to expense as follows: 

Debt issues — over the lesser of the remainder of the original life or the estimated average life of the respective 

issues. 

Equity issues — over the lesser of the 30 years or the estimated average life of the issue. 
Gains or losses realized on the purchase of Company debt for sinking fund purposes are amortized over the remain- 
ing life of the issue. 
These policies are in accordance with the method of determining the Company's cost of capital for regulatory pur- 
poses. 
Property Account 
The land, buildings, plant and equipment are carried at cost and include property under construction of 
$178,266,000 at December 31, 1976 ($203, 135,000 in 1975). 
The Company provides for depreciation on a straight-line basis using various rates as set by the Public Utilities 
Board (Alberta) based on depreciation studies previously prepared by the Company which resulted in an overall 
composite rate for 1975 of 3.19% and for 1976 of 3.04%. 
Studies recently completed by the Company indicate that the composite rate should be raised by .30% and 
depreciation for the year ended December 31, 1976 has been provided accordingly. This additional depreciation has 
resulted in a reduction of net income for the year of approximately $1,099,000 and is subject to the approval of the 
Public Utilities Board (Alberta). 
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December 31, 1976 


1. Reserve for Rate Adjustments 
In accordance with submissions by the Company to the Public Utilities Board (Alberta), reassessments, if any, 
related to the determination of resource income for tax purposes and rate hearing costs as directed will be 
charged to this reserve. The Company has ceased amortization of this reserve pending direction from the Public 
Utilities Board (Alberta). The reserve is being treated for rate making purposes as an interest-free source of 
capital. During 1976 rate hearing costs in the amount of $243,000 (after income tax) have been charged to this 
reserve. 

2. Rates for Service 
On October 25, 1976 the Company filed Notice of Application for the redetermination of its rate base, a fair 
return thereon and total revenue requirements for the years 1977 and 1978. The Board has granted an interim 
rate increase as set out in the rate schedules which provide for an overall average increase of 14.8% effective 
for billings on and after January 1, 1977 for consumption on and after December 1, 1976. The hearing to deter- 
mine rate base, a fair return thereon and revenue requirements commenced in January 1977. 


3. Pension Plan 
The Company has a retirement pension fund covering substantially all employees. Based on actuarial advice an 
unfunded past service obligation of approximately $8,500,000 at January 1, 1975 is being funded and charged 
to operations in annual amounts of $993,000. 


4. Directors and Officers 
The Board of Directors consists of eleven directors of whom two are officers of the Company. The aggregate 
remuneration paid during 1976 by the Company to the directors as directors was $23,000 and to the nine 
officers as officers was $255,000 (1975 - $25,000 and $237,000 respectively). In addition, the Company paid 
$120,000 (1975 - $109,000) indirectly for the services of certain of the officers and directors. 


5. Anti-Inflation Act 
Effective October 14, 1975 the federal government passed the Anti-Inflation Act and subsequently issued 
Regulations which are presently scheduled to be in force until December 31, 1978. The legislation is applicable 
to increases in prices and profit margins, employee compensation and shareholder dividends. The Company's 
rates are regulated by the Public Utilities Board (Alberta) and the extent to which the guidelines under the Act 
may affect the Company is not known. However, the Government of the Province of Alberta has indicated that 
it expects the Public Utilities Board (Alberta) will permit regulated companies that provide the Province with 
essential utilities to earn rates of return sufficient to assure the continued viability and economic strength of 


such companies. 15 
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CYNLIEVNEN IRIOW Wels) (GL 
CONSOLIDATED ‘1 


1976 1975 1974 
Financial Record (thousands of dollars) 
Gross revenue from operations 
Residential, general service and small industry................ $ 46,787 35,657 27,463 
lac ciis Aa ee nein ro inten cas dc UiQas Coded Gua ob" 58,562 45,892 37,468 
Cities and towns under wholesale contracts ................. 44,045 32,687 24,982 
a1 111 ene ETC ee ere nahn otin ge noo'n 6 waka ombud 14,178 12,254 10,290 
Other electrical i)... 5 Sn ree ee Cee 1,393 1,004 1,199 
Total electrical io. <s. 30. See eee $164,965 127,494 101,402 
Water utility revenues... oe «cma ae eee erent ere 1,289 11, 1,047 
Gross reventie from OperationSs ose ene eee $166,254 128,606 102,449 
Operating deductions 
Operating expenses...s4 ¢.< st: ecu een eee ee $ 40,425 30,998 25,810 
Fuel and purchased) power .>... 1... odes oan aoe ene eres 14,515 14,210 8,065 
Taxes? other than taxes oni income emanate ener ener 6,546 5,252 4,263 
Depreciation s os a.scties RtcRikogns cose One I eee 24,506 18,484 17,058 
Taxes On INCOME ssc sccsd a Crone ene ne 21,548 15,100 14,495 
$107,540 84,044 69,691 
Operating income 3 «s.55.5.46 Sache ote ee ene eee S$ 58,714 44 562 32,758 
Equity in’net income om AEG: Powel tclmeemreseer rent rare 824 —_— == 
Allowance for funds used during construction................ 15,161 11,692 4,142 
Income before interest charges eenr iene ener S$ 74,699 56,254 36,900 
Interest charges: 
Interest on first mortgagelbondS meme ne nen rere $ 12,030 ily lloy 10,550 
Interest. on other long) tennicd 6b teense ene 18,508 14,074 8,221 
Other interest. (net)... 2 .conances cee eae ee eee eee 1,615 1,562 801 
$ 32,153 26,793 19,572 
Net income! before extracnrdinarysite imme at enn aera ree S 42,546 29,461 17,328 
Gain’ on’ sale of propertycijre ase een eee == — 1,628 
Net income: for the year on oem ener eee erena ena $ 42,546 29,461 18,956 
Total shareholders investment: (|e ieee inane terete $411,185 284,514 221,342 
Net income as a % of average shareholders’ investment......... 12.2 leo 9.6 
Book value per common share (year end)...................-.- $26.87 23:95 21.80 
Earnings per‘common: share: sm ok erent eee $ 3.78 3.40 2.68(2) 
Dividends per common share (declared)...................--- $ 1.90 1.60 1.25 
Statistical Record 
KWH Sales (millions) 
Residential, general service and small industry................ 1,299 1,166 1,029 
ICUSEIY soa siccs al Ses ehie eieke oe Ee Sree 3,192 3,028 Smi22. 
Cities and towns under wholesale contracts ................. 3,852 3,640 3,270 
S118} eee eo mea. 5 danwondomo oa cGme 588 564 531 
8,931 8,398 7,952 
Customers 
Served) directly. 2 han, oN een ee eee 198,558 184,740 TASH 
Served indirectly through wholesale contracts................ 202,684 190,978 182,601 
Generating capability (net MW) 
ah .e| <0 em rn ERAN baw OA Ed ec Odio Ges ane dee 800 800 800 
A Renal sosccceu sucess sree ue ee 1,493 1,141 1,141 
2,293 1,941 1,941 
Capital Expenditures (thousands of dollars)..................... $207,520 160,519 120,209 
Total ASS@ts 22 Gets is Re ene ae $959,278 759,615 601,564 
Capitalization ratio % (3) 
Long: term debt <5 c:skic. eted a sree ee oe ee 48.5 53.2 boo 
Preferred shares...) 2 225 eotrokt: «oe ee eee 19.9 17.4 18.4 
Commionjshareholders @equity, (\1) eam eracienteier nee ee 31.6 29.4 28.1 
100.0 100.0 100.0 


Note: (1) Restated to include reserve for rate adjustments. 
(2) 1974 includes a non-recurring gain on sale of property of 29¢ per share. 
(3) Restated to exclude current portion of long term debt due within one year. 


16 


AR SeIMMARY 


1973 1972 1971 1970 1969 1968 1967 
22,805 18,345 16,622 15,042 14,033 14,041 13,046 
32,224 24,975 21,361 18,776 16,389 14,412 12,195 
20,736 17,395 16,334 15,145 13,158 11,436 10,537 

8,707 7,756 7,258 6,588 6,271 5,675 5,406 
678 702 663 649 602 348 213 
85, 150 69,173 62,238 56,200 50,453 45,912 41,397 
973 853 764 648 600 581 533 
86,123 70,026 63,002 56,848 51,053 46,493 41,930 
20,113 17,553 15,449 13,144 11,436 9.812 9,784 
8,653 5,742 4,842 5, 103 3,731 3,521 3,093 
3,543 3,365 2,851 2,597 2,442 2,126 1,948 
14,490 13,100 12,200 10,900 9,500 8 500 7,400 
9,840 5,450 5,530 7,430 7,530 7,350 6.660 
56,639 45,210 40,872 39,174 34,639 31,309 28,885 
29,484 24,816 22,130 17,674 16,414 15,184 13,045 
3,760 3,718 2,051 4,256 2,235 1,822 2,432 
33,244 28,534 24,181 21,930 18,649 17,006 15,477 
8,065 7,437 6,515 6,600 6,426 5,343 4,478 
7,801 6,491 4,425 2,151 1,304 897 717 
1,074 467 360 1,493 342 816 558 
16,940 14,395 11,300 10,244 8,072 7,056 5,753 
16,304 14,139 12,881 11,686 10,577 9,950 9,724 
16,304 14,139 12,881 11,686 10,577 9,950 9,724 
175,233 126,775 “119,076 112,745 106,866 101,834 97,429 
10.8 11.5 11.1 10.6 10.1 10.0 10.2 
21.01 19.49 18.11 16.33 15.21 14.25 13.41 
2.62 2.38 a: 1.97 1.76 1.64 1.59 
1.10 1.00 1.00 85 80 80 721/2 
921 813 718 636 597 608 555 
3,069 2,648 2,242 1,957 1,735 1,441 1,219 
2,914 2,741 2,482 2,336 1,998 1,669 1,510 
479 458 424 379 359 321 303 
7,383 6,660 5,866 5,308 4,689 4,039 3,587 
164, 136 153,118 146,193 139,925 135,161 140,244 136,837 
159,960 152,509 144,833 137,004 140,283 123,324 116,724 
800 800 680 680 680 680 680 
1,141 855 860 860 574 574 294 
1,941 1,655 1,540 1,540 1,254 1,254 974 
66,836 66,245 49,895 49,945 40,867 30,669 29,189 
492 335 438,976 877,313 339,558 297,617 270,179 247,032 
55.0 63.5 59.2 58.8 55.6 54.9 53.4 
14.9 5.2 6.2 9.9 11.2 12.0 12.9 
30.1 B10 34.6 31.3 33.2 33.1 33.7 
100.0 100.0 100.0 100.0 100.0 100.0 100.0 


A statistical summary providing additional financial information is available upon request to: 
The Treasurer, 
Calgary Power Ltd., Box 1900, 
Calgary, Alberta 
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CALGARY POWER LTD. 
RATE REGULATION 


The Company's rates are regulated by 
the Public Utilities Board (Alberta). 
Except upon questions of jurisdiction or 
of law, for which leave to appeal to the 
Appellate Division of the Supreme Court 
of Alberta may be obtained, orders and 
decisions of the Board are final. 


Calgary Power is regulated on a cost of 
service basis in common with most 
investor-owned utilities in North 
America. As a result of this regulatory 
process and, after full examination in a 
public hearing, only the cost of doing 
business, including a fair return on 
Capital investment, is permitted to be 
built into rate schedules. Accordingly, 
existing regulatory procedure appears 
to satisfy the federal and provincial 
anti-inflation programs. 


The estimated revenue requirement for 
1976 as determined by the Board was 
calculated to allow earnings of $3.75 
per share which approximates a rate of 
return of 15% on book value of 
common shares. With Board approval 
the Company implemented an overall 
rate increase of 15.4% on January 1, 
1976 and a further increase of 9% 
effective July 1. 


18 


On October 25, 1976 the Company 
filed Notice of Application for the 
redetermination of its rate base, a fair 
return thereon and total revenue 
requirements for the years 1977 and 
1978. The application provides for 
continuation of a 15% return on 
common equity to yield earnings per 
share of $4.18 in 1977 and $4.57 in 
1978. The Board has granted an interim 
initial rate increase which provides for 
an overall average increase of 14.8% 
effective for billings on and after 
January 1, 1977 for consumption on 
and after December 1, 1976. These 
interim rates are subject to review by 
the Board and the Company will refund 
to its customers such amounts 
collected under interim rates as the 
Board may direct. The hearing 
commenced in November 1976 and it is 
expected that a decision by the Board 
regarding the allowable level of revenue 
will be rendered late in 1977. To meet 
the full revenue requirements during this 
two-year period additional rate 
increases are indicated in late 1977 and 
in mid-1978. 


Under present regulatory procedures in 
Alberta costs of construction incurred 
over several years are charged to 
consumers through electricity rates only 
after the facilities are commissioned. 
This procedure, coupled with high 
interest rates, adversely affects the 
Company's cash flow. In the current 
application the Company has requested 
approval to cease capitalizing an 
allowance for funds used during 
construction and include construction 
work in progress in rate base for 
generating units and related coal mine 
investments. To phase in this procedure 
the Company suggests it commence 
with Sundance No. 6. In addition to 
improving cash flow electricity rates 
would reflect the impact of inflation on 
new plants as these are being built 
rather than having the effect delayed for 
several years until the projects are 
completed. 


The Board has recognized that only a 
financially sound utility can attract 
capital on the best terms, the benefit of 
which flows to the consumer. 
Significant features of the Board’s 
regulatory practice include utilization of 
future years forecasts, granting of 
interim rates and use of earnings per 
share in determining required levels of 
revenue. By setting out required levels 
of revenue and the main elements of the 
Company's income account the Board 
has ensured that its decisions can be 
readily understood in the financial 
community. As a result the Company 
continues to have access to the capital 
markets and is able to raise at 
reasonable cost the substantial sums 
required for construction of additional 
generating plant and other facilities to 
supply its growing load. 


Tele EO] MIFRZANNK?- 


Calgary Power Ltd., the largest 
investor-owned electric utility in 
Canada, provides electric service to one 
of the country’s most prosperous and 
rapidly developing areas. Incorporated 
under the laws of Canada and Canadian 
owned throughout its history, the 
Company has been engaged in the 
production and distribution of electricity 
in the Province of Alberta since 1911. It 
supplies a diversified load within its 
service area of some 75,000 square 
miles from the international boundary 
on the south to approximately 115 miles 
north of Edmonton. Over 60% of 
Alberta’s energy requirements and over 
half of the population of the province 
are supplied by the Company. 


In 1911 the Company completed its first 
generating plant, the Horseshoe Falls 
Hydro-electric Plant with a capacity of 
13,900 kilowatts, to serve the City of 
Calgary and the Canada Cement Plant at 
Exshaw. Some communities had no 
electric power and others were supplied 
with high cost electricity from small 
isolated plants that operated only 
during specified hours. In the mid 
1920's the Company began an 
expansion program to provide central 
station service 24 hours a day to these 
communities. The expansion program 


has continued over the years and the 
Company now supplies some 603 cities, 
towns, villages and hamlets, as well as 
farms and other customers in the 
surrounding rural areas. At the end of 
1976 the Company served 198,558 
customers directly and an additional 
202,684 customers indirectly through 
wholesale power contracts. 


The Company now owns and operates 
13 hydro-electric plants and two steam 
electric plants with a total net 
generating capability of almost 2.3 
million kilowatts. By 1980 an additional 
one million kilowatts will have been 
added at the Sundance Plant. The 
existing generating capability is made 
up of 800,000 kilowatts of hydro and 
1,493,000 kilowatts of thermal 
generation. Operations of the hydro and 
thermal plants are combined to achieve 
minimum overall cost of energy. The 
large coal-fueled steam electric units 
supply the base or continuous load, 
while the hydro-electric plants are 
operated mainly to supply the peak load 
and the balance of the energy 
requirements. The Company has mined 
its own coal to meet most of its fuel 
requirements since 1962 when oil and 
gas, valuable feedstock for chemical 
processing, were rapidly becoming 
premium fuels which would soon 
become too expensive and scarce for 
power generation. The Company owns 
and operates two large coal mines for 
its primary fuel supply and mines about 
5 million tons annually. 


The Company's power system is highly 
automated. The 13 hydro-electric plants 
comprising 26 unattended generating 
units are operated remotely from a 
control centre 45 miles west of Calgary. 
The control centre handles load 
dispatching for all the generating plants, 
directs the operation of the main 
transmission system and has remote 
control of the majority of the switching 
points. 


The Company owns approximately 
23,000 miles of transmission and 
distribution lines. For efficiency and 
reliability the system is interconnected 
with all other major power plants in 
Alberta and with the system of British 
Columbia Hydro and Power Authority. 
Through the interconnection with B.C. 
Hydro the Company is also indirectly 
connected with the power pool of 
electric utilities operating in the 
northwestern United States. 


At the end of 1976 staff positions 
including Farm Electric Services Ltd. 
totalled 1,893. In addition the Company 
provided employment during the 
summer for 164 university, technical 
and high school students. 


ts 
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Gross Revenue from Total Shareholders’ Net 
Operations Investment Income 
(Millions of Dollars) (Millions of Dollars) (Millions of Dollars) 


CORPORATE INFORMATION 


Head Office Transfer Agents and Registrars Trustees and Registrars 

110 - 12th Avenue South West, Calgary, For Preferred Shares: For First Mortgage Bonds: 

Alberta CROWN TRUST COMPANY, Vancouver, MONTREAL TRUST COMPANY, Vancouver, 
Postal Address: Calgary, Winnipeg, Toronto, Montreal Calgary, Toronto, Montreal 


Box 1900, Calgary, Alberta T2P 2M1 Montreal Trust Company, Regina, as Agent 


For Debenture Issues: 
of Crown Trust Company 


oe THE ROYAL TRUST COMPANY, Vancouver, 
Set: COMET For Common Shares: Calgary, Toronto, Montreal 
Calgary : MONTREAL TRUST COMPANY, Vancouver, 
Calgary, Regina, Winnipeg, Toronto, Auditors 
DUNCAN & CRAIG, Edmonton Montreal 


CLARKSON, GORDON & CO., Chartered 
Accountants, Calgary 
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TO THE SHAREHOLDERS: 


Gross revenue from operations for the six months 
ended June 30, 1976 was $79.6 million an in- 
crease of 23% over that recorded for the same 
period in 1975. Earnings applicable to common 
shares were $16.5 million or $2.21 per common 
share in the first half year up from the $12.4 
million and the $2.02 per share reported in the 
comparable period last year. On a twelve month 
basis earnings per common share were $3.67 up 
from $3.25. 


On June 17, 1976 the Directors declared a divi- 
dend payable on October |, 1976 of 50¢ per com- 
mon share representing an increase of 5¢ per 
common share over the dividend paid July |, 
1976. 


The Company is pleased to report a very suc- 
cessful issue of common shares. |,750,000 shares 
were issued during July providing an increase in 
equity capital of $51.6 million. A broad institu- 
tional response was received together with a 
strong retail demand within the Province of 
Alberta. 


The Company's new dividend reinvestment plan 
was well received by the shareholders and on the 
basis of participation to date some $1 million will 
be received from the plan on an annual basis. The 
first 1976 dividends were reinvested on July |. 
1976 at a price of $28.15, as compared with a 
market price including brokerage of some $30.00 
per share. Eligible shareholders who have not 
already reinvested their dividends and wish to 
participate in this plan can do so by filling out the 
enclosed card. 


On July 15, 1976 Premier Lougheed announced 
that our application to develop a new generating 
facility in the Camrose-Ryley area of Alberta for 
1982-83 would not receive Government ap- 
proval. In releasing the decision the Premier 
stated “pursuant to our new coal development 
policy we concluded that this proposal, as pre- 
sently conceived, would disturb too much prime 
agriculture land in comparison with other poten- 
tial plains coal fields, particularly the Sheerness 
field near Hanna.” 


The Company is naturally disappointed with the 
present decision of the Alberta Government on 
this project. When the application for the 
Camrose-Ryley project was filed, the Company 
was of the firm conviction that satisfactory 
reclamation of the agricultural lands could be 
achieved and that view is still held. Additional 


work will be required to strengthen our position. 
In the meantime investigation and evaluation is 
being directed towards the Sheerness field as well 
as others. In our opinion, these alternatives can 
meet the guidelines of the Alberta Government 
and ensure that the Company will be able to suc- 
cessfully supply the power requirements of our 
customers in the period ahead. 


The Premier recognizes the importance of an ade- 
quate supply of energy in the Province and 
emphasized that it is a prime objective of the 
Government to ensure an adequate supply of 
electric power at reasonable cost to the con- 
sumers. He noted that by the mid-1980s Alber- 
tans may have to choose between projects which 
disrupt agricultural land or have other environ- 
mental or social disadvantages as compared with 
other projects which would add considerably to 
the monthly electrical bill of Albertans. 


The Premier noted that Alberta is fortunate in 
having relatively low cost plains coal deposits as 
an energy resource in the Province. As a part of 
the Alberta coal development policy the Province 
has decided that such coal developments will 
firstly be made for the purposes of meeting Alber- 
tas growing demands for electric energy and 
serving the Province’s industrial requirements. 


On June 30. 1976 the Alberta Public Utilities 
Board issued its decision in respect of Phase II. 
dealing with the approved rates to be charged by 
Calgary Power for the years 1975 and 1976. In 
this decision the Board approved as final the in- 
terim rates that have been in effect during 1975 
and 1976 and approved the implementation of 
new rates effective July |, 1976. These revised 
rates provide for an overall increase of 9% over 
the level of rates that were in effect during the 
first part of 1976. These rates are estimated to 
yield the revenue levels previously found by the 
Board as being required in the Phase I decision. 


CALGARY POWER LTD. 


August 3, 1976 


CALGARY POWER LTD. 


Consolidated Statement of Income 
(thousands of dollars) 


Grossmevcnllenir OMmPpOperavlonsmem eee ee ae 


Operating deductions: 


(CPBSTRMTIAYE @HGOEINGSS 2.55 sna: 6 boavseovecesgessoocoboombsossnanss 
FUE Gravel (OWNACIMASSEl [OORETP onc ccacocsonosaccasesdnedunnetmnne 
TARES, QUA WHA (DES Ola WACOMAS --asoacoaoarvosnrccoas 
Bepreciatioukman min steer cc tte omen herrea saeco 
HPA NESRONE NC OM Cymea eet nee sta tae eee aan ate neta 


OperatinownComenv cence eee eee eaten eeerte 
Bquinjsinmae come omwNk@. Power lider 
Allowance for funds used during construction........ 


Income before interest charges 


ENGNG! EXACAVO RONAN MWSAM son nonocesoooovaescapssnoncdonaun oobnadea 


Interest Charges: 


NER. OL FS AMNOAVSAVEES HOINCIS, cn caocono a o00s0n00nocovee 
ineiett Orn OWNS? Ios (eyelaa ChSlOlh cs. soscooaaccsovascesone: 
(OUMETE TWASESE GAVE) ccagaaonsae wabsombeqcosonangodeopoaubspsunbee 


INeiincome before extraoncdinanvanitenieweme ees tesess Ww 
(CAG CIN GANS -Ol OAC userseoncoarsopoosocuoovenosneoaes: 


ING NGOS HOE DS ASA OC as sancorcereacecsaooomevponovapnanaaacaé 
IDIWiGETCIS. OiN URSA AANC! SMES. coacoucsersseasooosovnceann 
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Parmings applicable: to Common) SHAneSie.c.s.cce-eeaee es eral 


Earnings per common share: 
On average shares actually outstanding 


BSNS QTAVOOVIMEVAY MEIN csccsccanopecnooponouncuad ase: 
Cavin Oi SEIS OH fOROVAAYW? seas ooeccoannooervoodnaonceavsadsen 
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TOA) CAVGAINEAS [BSI SIMAVES o comancavossodasscossnsagessa9 ey 


Fully diluted — assuming conversion of the 
5.40% convertible first preferred shares 


BENORE. SUTKONONNTIAY MIELIA 2, .coosnccoaasonscoucnemnonadoun 
(GAIN, Cray SWS OW [OVROM ociocacoccrcisssooao0csvdsueuoenoor 


WOVAIl CENTERS FOIE SIMEIE coc uccusosotonuasoadaonoovenne 


6 Months Ended 


June 30 
1976 1975 
$79,635 $64,705 
18,872 15.340 
7,184 4244 
3,226 2.668 
9.823 9.129 
SY 95911 
50.864 40,972 
DSH | 235733 
204 — 
8,487 4,596 
37.462 28,329 65,387 47,302 
5.684 S23 11418 11,356 
8.376 6,343 6.107 10,597 
756 671 2,647 1.419 
15.816 2 63)7) 29,972 Way She 
21.646 SRO B5e4 5 23,930 
=== = as 590 
21,646 15,692 S5ANS 24,520 
5.143 S34! 9 349 5,1 19) 7/ 
$16,503 $12,378 $26,066 $19,323 
ll $2.02 $3.67 DOM) 
— —- — 10 
Seal $2.02 $3.67 Coles) 
$2.18 $1.98 53.62 $3.11 
— -— 10 
$1.98 $3.62 Soh 


$2.18 


(Subject to year end adjustments and audit) 


CALGARY POWER LTD. 


Consolidated Statement of Changes 


in Financial Position 
(thousands of dollars) 


6 Months Ended 
June 30 
1976 1975 


SOURCE OF FUNDS 


From operations: 
Net income for the period $ 21,646 $15,692 
Add item not involving funds — 
Depreciation 9 823 B28) 


31.469 24.821 
Issue of first preferred shares 30,000 


Issue of long term debt: 
First mortgage bonds 20,000 


Notes payable — secured 7,264 11,828 
Secured debentures 40,205 60.266 
Sundry indebtedness 453 236 

1,663 1,081 


$131,054 $98,232 


APPLICATION OF FUNDS 


Capital expenditures $ 99.445 $86,642 
Investmen tangs BG; Power iicimeemeassemacat nereenest te comands: Sec ncrncc ce Lae wah nae ee ene 8.204 — 
Dividends: 

Preferred shares las 3,314 

Common shares 6577 4.297 
Reduction of preferred shares 1.810 604 
Retirement of long term debt 4.313 8.081 
Decrease (increase) in bank loan and short term notes 18,340 (6,449) 
Decrease (increase) in working capital deficiency exclusive of changes 

in bank loan, short term notes and current portion of long term debt (12,918) leas 


$131,054 $98,232 


(Subject to year end adjustments and audit) 


